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give priority to those students with ex-
ceptional financial need.

(2) The institution shall define excep-
tional financial need for the purpose of
the priority described in paragraph
(a)(1) of this section and shall develop
procedures for implementing that pri-
ority.

(b) If an institution’s allocation of
FCC is directly or indirectly based in
part on the financial need dem-
onstrated by students attending the in-
stitution as less-than-full-time or inde-
pendent students, and if the total fi-
nancial need of those students exceeds
5 percent of the total financial need of
all students at the institution, the in-
stitution shall offer to those students
at least 5 percent of the dollar amount
of those loans made under this part.

(c) The institution shall establish se-
lection procedures and these proce-
dures must be—

(1) In writing;
(2) Uniformly applied; and
(3) Maintained in the institution’s

files.

(Approved by the Office of Management and
Budget under control number 1840–0535)

(Authority: 20 U.S.C. 1087cc and 1087dd)

[52 FR 45747, Dec. 1, 1987, as amended at 53
FR 49147, Dec. 6, 1988; 59 FR 61407, Nov. 30,
1994]

§ 674.11 [Reserved]

§ 674.12 Loan maximums.
(a) The maximum annual amount of

Federal Perkins Loans and Direct
Loans an eligible student who attends
an institution that does not participate
in the ELO may borrow in any aca-
demic year is—

(1) $3,000 for a student who has not
successfully completed a program of
undergraduate education; and

(2) $5,000 for a graduate or profes-
sional student.

(b) The aggregate maximum amount
of Federal Perkins Loans and Direct
Loans an eligible student who attends
an institution that does not participate
in the ELO may borrow is—

(1) $15,000 for a student who has not
successfully completed a program of
undergraduate education; and

(2) $30,000 for a graduate or profes-
sional student.

(c) The maximum annual amounts
described in paragraph (a) of this sec-
tion and the aggregate maximum
amounts described in paragraph (b) of
this section may be exceeded by 20 per-
cent if the student is engaged in a pro-
gram of study abroad that is approved
for credit by the home institution at
which the student is enrolled and that
has reasonable costs in excess of the
home institution’s cost of attendance.

(d) For each student, the maximum
annual amounts described in para-
graphs (a) and (c) of this section and
the aggregate maximum amounts de-
scribed in paragraphs (b) and (c) of this
section, include any amounts borrowed
previously by the student under title
IV, part E of the HEA at any institu-
tion, including any amounts that may
have been repaid to the Fund at any in-
stitution.

(Authority: 20 U.S.C. 1087dd)

[59 FR 61407, Nov. 30, 1994]

§ 674.13 Reimbursement to the Fund.
(a) The Secretary requires an institu-

tion to reimburse its Fund in an
amount equal to that portion of the
outstanding balance of—

(1) A loan disbursed by the institu-
tion to a borrower in excess of the
amount that the borrower was eligible
to receive, as determined on the basis
of information the institution had, or
should have had, at the time of dis-
bursement; or

(2) Except as provided in paragraph
(b) of this section, a defaulted loan
with regard to which the institution
failed—

(i) To record or retain the loan note
in accordance with the requirements of
this part;

(ii) To record advances on the loan
note in accordance with the require-
ments of this part; or

(iii) To exercise due diligence in col-
lecting in accordance with the require-
ments of this part.

(b) The Secretary does not require an
institution to reimburse its Fund for
the portion of the outstanding balance
of a defaulted loan described in para-
graph (a)(2) of this section—

(1) That the institution—
(i) Recovers from the borrower or en-

dorser; or
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